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Using firm level data for Transition Countries this paper
tests whether foreign-owned firms are more productive than
domestic firms.
In particular I try to identify the relevant factors that
affect the productivity and which have a significant
relationship with foreign ownership.
MOTIVATION
THEORETICAL LITERATURE
Differences in productivity across firms can be related to differences
in firm-specific advantages (Hymer ,1960; Vernon, 1966; Dunning,
1993; Markusen and Venables, 1995)
PREVIOUS EMPIRICAL EVIDENCE
CROSS-SECTION
These papers compare performance of domestic firms and foreign-
owned firms (Globerman et al., 1994; Oulton, 1998; Blomstrom e Sjoholm,
1999;; Rejie et al., 2003; Dimelis and Louri, 2004)
PANEL
These papers try to identify a causal relationship between foreign
ownership and productivity (Baldwin  and Dhaliwal, 2000; Djankov and
Hoekman, 2000; Konings, 2000; Angelucci et al., 2001; Girma et al., 2001; Griffith
and Simpson, 2002, 2003; Liu, et al., 2002; Benfratello and Sembenelli, 2002; Harris
e Robinson, 2002; Lutz e Talavera, 2004)
PANEL Dynamic Models
These studies investigate if there are consequences on productivity
when firms experience a change in ownership nationality (from
domestic to foreign, and from foreign to domestic), due a takeover
or merger (Sembenelli and Siotis, 2002; Piscitello e Rabbiosi, 2005)
• The Business Environment and Enterprise Performance Survey (BEEPS)
developed jointly by the World Bank and the EBRD for 25 countries of
Central and Eastern Europe and the former Soviet Union
• The Database consists of face-to-face interviews with firm managers
and owners
• The BEEPS has been carried out in three rounds in 1999, 2002, and
2005. I use only the Cross-section for the year 2004 (2005
round)
• Manufacturing + Services
• 6657 firms (742 of them foreign-owned)
DATA
The main variables used are:
labour productivity (total sales/number of employees),  total
tangible assets K (used as proxy of capital), material inputs M, age,
size.
ln(Y/N) = α + β Foreign ownership + ψ Explanatory
Variables + + σ Industry Dummies + δ Country
Dummies + ε
ESTIMATED MODEL:
Explanatory Variables: • Firm-specific characteristics (age, size) and
input intensity (K/N e M/N);
• Investment activity (R&D,Machinery and
equipment, Advertising and marketing);
• Integration in international trade networks
(export, import, vertical linkages with
multinationals);
• Human capital (skill e education levels of the
workforce).














































Dependent Variable: ln (Y/N)
FIRM CHARACTERISTICS and INPUTS
*, **, ***  mean 5%, 1% and 0,1% significance level.  P-values in round brackets
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INTEGRATION IN INTERNATIONAL TRADE NETWORKS
Dependent variable: ln (Y/N)




















































406340634063N° of O bservations
0,00065144**
(0,007)



















































































































HUMAN CAPITAL: EDUCATION LEVELS
Dependent Variable:
ln (Y/N)
% of workers with











268026423829N° of O bservations
0,91570,92470,9124R2 adjusted
0,91750,92630,9137R2
0,0003025          (0,123)0,0002768           (0,127)0,0003065
(0,059)
% workers with high education
level
0,0007741**        (0,008)0,0007750**       (0,009)0,0006367*
(0,011)
%  workers with high skill  level
0,0004265*        (0,014)0,0003755*         (0,024)0,0005185***
(0,000)
% of Imports on total supplies
0,0002655          (0,288)0,0001484           (0,546)0,0005488**
(0,007)
% of Exports on total sales




% of Sales to multinationals
0,0090232*        (0,025)0,0008099            (0,849)Buildings, machinery and
equipment
0,0133282**      (0,001)0,0076180*
(0,042)
R&D
0,0222604***      (0,000)Advertising and marketing
0,6696768***    (0,000)0,6741881***      (0,000)0,68811273***
(0,000)
Ln (M/N)










-0,0003305          (0,373)-0,0004778           (0,194) 0,0002252
(0,508)
Age





Dependent Variable: ln (Y/N)
*, **, ***  mean 5%, 1% and 0,1% significance level.  P-values in round brackets
The null  hypothesis that each coefficient is equal zero is tested using robust standard errors.
SUMMARY OF THE RESULTS
  Foreign-owned firms show higher productivity per worker than
their domestic counterparts
 These differences disappear once I control for factors such as input
intensity, human capital, investmet activity and integration in
international trade networks
In particular the results show a positive and significant
relationship between labour productivity and:
•  input intensity
•  investmet activity (R&D, Advertising and Marketing, Machinery
and Equipment)
•  integration in international trade networks (exports, imports, 
sales to multinationals)
•  human capital
There isn’t a significant relationship between labour productivity and:
•  age
•  size
Foreign firms perform better than their domestic counterparts.
The labour productivity advantages of foreign affiliates are in
part due to input and capital intensity. Then, when I consider
further detailed information on firm characteristics, foreign
ownership has no effect on productivity
One question that arise is why foreign affiliates have a
workforce with higher education levels, spend more in
investment activity and are more integrated in international
trade networks than domestic firms. The answer is a subject for
further research.
